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Yaa 7, the gu _ > Letters to the editor, in whole or in part, are presented here as a contribution to current 
; ee discussion of investment, economic and general financial subjects of public interest. 
x. en 
SAQ PAULO, BRAZIL an investment market? If time should RICHMOND, VA. 


We respecttully draw your attention to 
the discontinuance of the broadcasting ot 
market prices to South America incident 
to the lease of commercial short wave radio 
transmitters in your country by the Federal 
Government on November 1. These stock 
market reports represented the only reli 
able source for us of the New York stock 
market and, for many years, many invest 
ment houses here, and in all South Amer 
ica, based a great part of their business on 
this broadcasting service. We are at a loss 
The 


America 


to understand its discontinuance. 


broadcasts of securities to South 
contributed more to strengthen the eco 
S. A. and 
this country than any other transmissions. 
New York 
stock market exists here. PAR 


nomic relations between the U. 


Very active interest in the 


Market reports hay 


Eprror’s Nore: Daily | 
been restored, 6:15 P.W.M. Monday through Fri 


stock 


day, by two short-wave stations. KGEI (11.730 
kilocycles) and KWID (15,290 kilocyeles)., San 
Francisco. The Stock Exchange, aware of — the 


importance of these broadcasts to South Americans, 


last month discussed the problem with the Offic 
of the Coordinator of Inter-American Affairs. It 
is hoped that, in view of many other protests from 


America, additional restorations wall fe 


HARTFORD, CONN. 


It has appeared to be evident all of this 


South slow 


Autumn that stocks were selling “ex-specu 
lation; otherwise the relatively good news 
about company earnings above taxes, plus 
improving developments in the war, would 
have caused more extensive price advances 
Now, if the Stock Ex 


change market is not to be a speculative 


and larger buying. 


market, what is it to be? Almost entirely 


prove the answer to the latter question to 


be in the afhrmative, an American insti 


tution will have experienced a great 
change, indeed, and one showing that old 
economic ideas have gone into a decline. 
C.. L. 
NEW YORK CITY 

The article, “What Common Stocks to 
Buy,” by Stedman Buttrick, in your No 
vember issue well deserves praise by all 
those interested in “factual analysis.” 

My own experience leads me toward the 
stated viewpoint of giving some weight to 
asset value, as against pure earnings—past, 
present or prospective. The emphasis on 
the various elements of value appears to 
shift with the spirit of the times. But trom 
a practical point of view, it should not be 
forgotten — that 


“earnings” or “growth 


power” are difficult to define, more difh 
cult to ascertain, and nearly impossible to 
predict, while productive assets can be 
measured within known limits of accuracy. 
Therefore they form at least a. starting 
point, when looking at “a reasonable rela 
tionship between price and tangible re 
sources. 

Yet a definite percentage as return on 
such tangible investment is an over-simpli 
fication; in most enterprises the intangibles 

patents, goodwill or management, posi 
tive or negative—are too important to 
neglect in any conscientious analysis. Ac 
counting may have eliminated these factors 
from the balance sheet—but in estimating 
“growth power,” or arriving at value pret 


erences, they must be considered. 


Your review of 65 common stocks which 
have not broken their chain of dividend 
payments in any year for a quarter-century 
or longer (November issue) was umely 
for me. So many references in market 
comment to war-and-peace stocks these 
davs | find unsettling. I wouldn't know 
how to separate one from another—and 
doubt whether such differences actually 
exist. Better to make decisions about in 
vestments under guidance of records ot 
what different kinds of corporations have 
done for stockholders over a long period 

Mrs. T. J. S. 
NEW YORK CITY 
My father’s estate, appraised at around 
securities 
bought and sold on the Stock Exchang: 


$75,000, consisted entirely of 


divided among 37 different kinds of stocks. 


Much to my surprise, as this division 


seemed like sound diversification, an in 


vestment consultant whom the executors 


(a brother of mine and myself) consulted 


said there were far too many different 


issues. He suggested that diversification 
half of the 


stocks were sold and the money reinvested, 


would be served as well if 
tor the most part, in some of those kept. 
Maybe the advice is sound, but it upsets 
my idea of diversification, and I'd like to 
have your opinion of it. 


H. deW. 
Epiror’s Nore: Much besides variety of holding 
goes to make up reasoned diversification 
‘spreading the risk” requires professional stud) 
and research, which is outside the provine 
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What Are Peace Stocks And Why? 


N recent months much has been said 


and written about “peace stocks,” 


and many analysts have devised their 


own yardsticks for them. The term 
seems almost self-explanatory. But actu- 
ally it can be measured in a variety of 
ways. 

In the view of one individual, for ex- 
ample, a peace stock might simply be 
regarded as one that will be a good 
investment when peace comes, of a 
company doing a peace-time business, 
irrespective of its present status. 

A student of market movements, on 
the other hand, would doubtless pay 
specific attention to the time factor. He 
might readily visualize a peace stock as 
one whose prospects, for whatever rea- 
son, are enhanced—and whose relative 
value therefore would improve—with 
news favorable to an early peace. 

A third definition, though perhaps a 
negative one, is that a peace stock is 
any issue of a company which is not 
devoting most of its capacity to war 
production. 

Regardless of the extent to which 
these and other definitions might -vary, 
probably everyone is agreed that, other 
things being equal, a peace stock is a 
more desirable holding during peace 
times than in war. Let us now look into 


the subject with the view to determin- 


By LEICESTER W. FISHER 


Vice-President 


Van Strum & Towne 


ing what classifications of issues might 


be characterized as peace stocks. 


Hand of Destiny 


Four possibilities face any manufac- 
turing company following the outbreak 
of a tremendous war: 

(1) it may be forced out of business 
entirely; 

(2) it may manufacture a wholly 
different than normal product; 

(3) or manufacture, in part, a dif 
ferent than normal product; or 

(4) continue the manufacture of its 
normal peace-time product or prod- 
ucts, 

To my knowledge no large manufac 
turing company has been put out of 
business entirely because of the war. So 
the first possibility is not applicable to 
any of the corporations whose securi 
ties are listed on the New York Stock 
Exchange. 

One year after our entry into the wai 
several companies have been switched 
into the second category and the transi 
tion will be continued in 1943. Among 


those that are already, or soon will be, 


engaged exclusively in war production 
are important units in the. automobile. 
typewriter, bicycle and stove industries. 

A majority of the nation’s large 
manulacturing companies fit into the 
third category. All types of concerns 
from “heavy” industries such as. rail 
road equipment to “light” ones, and 
watch manufacturing, are included. 

The fourth group includes thos« 
concerns .that) normally manufacture 
explosives; also aircraft builders, chemi- 
cal companies, some oil refining con 
cerns, and shipbuilding and _ steel 
companies. The extractive concerns ob 
viously are in this group as well. 

It is apparent then that the degree o! 
change in type of product) manufac- 
tured varies from 0 to 100 per cent. And 
it seems safe to assume that the ex 
tremes in post-war outlook will be 
nearly as great. This brings us to the 
point where it is pertinent to gauge 
the extent that future peacetime opera 
tions of corporations may be affected 
by the war. 

But first let us review the records of 
different types of companies prior to 
the war. Over a period of years any 
company grows, travels in a sidewis¢ 
direction, or declines. In the fifteen years 
before the war, various companies in 


the aviation, chemical, electrical equip 








ment, food, glass and oil industries re- 


corded a definite growth trend, as 
measured by earnings per share. 

During the same period certain com- 
panies in the agricultural equipment, 
building, construction, food, oil, to 
bacco and steel industries recorded earn- 
ings that traced a more or less hori 
zontal pattern. And companies with a 
declining trend were to be found in 
the dairy products, paper, railroad 
equipment, oil, rubber and shoe indus- 
tries. 

This indicates, as of course Is a well 
known fact, that not all companies in 
the same industry make comparable 
progress, It also shows that each group 
of indus 


contains a wide assortment 


tries which manutacture both durable 
and consumer goods. In other words, 
the fact that a company happens to be 
in a certain industry is no guaranty that 


Which is 


saying that 


its future is foreordained. 


simply another way of 
peace per se does not assure growth for 


any company. 


Transition Period 
That the war will have a profound 
effect 


upon the future operations of 


virtually all) manufacturing concerns, 
especially during the first year or two 
after the war, is a certainty. This effect 
will be evident in many ways but such 
imponderables as foreign policy, taxes, 
wage rates, ete. will not be considered 
here. 

will be 


Of fundamental importance 


the various relationships between sup 


ply and demand. Measured by pre-war 


standards, the demand for different 


commodities will be sub-normal, nor 
mal or greater than normal. But the de 
gree of demand is of significance only 
with the potential 


when considered 


supply factors which, in many cases, 


will be vastly different than before the 


War. 
The demand for steel after the wat 
sub-normal com 


may or may not be 





“In Time Of War Prepare 
For The Peace To Come" 


N_ ALL likelihood, the impres- 

sions of no two commentators 
would agree completely about in- 
dustries best insulated against stresses 
and strains incident to a reversion 
to peace-time operations. The inves- 
tor is, nevertheless, served with ideas 
to analyze whenever a reasoned dis- 
cussion of industrial and_ securities 
prospects comes to his attention. 
When 


tional post-war plans, the owner of 


nations are busy with na- 
capital has reason to concern him- 
self about personal, practical prob- 
lems certain to be influenced by the 
ultimate ending of hostilities. The 
views about industrial probabilities 
as set forth in this article are the 
author’s and do not necessarily re- 


flect the views of THe Excuance. 











pared with pre-war figures. But be 
cause of vastly increased steel making 
capacity, the normal supply-demand re 
lationships are certain to be distorted. 

The post-war demand for such things 
as food, soap and tobacco is likely to 
be about as great as before the war. 
Capacity for turning out these com 
modities will not have changed much, 
so the pre-war supply-demand status 
will probably remain substantially as it 
Waals, 

A greater than normal demand for a 
wide variety of articles will exist after 
the war. In this connection, the fact 
that there is an important difference be 
tween consumer and durable goods 
must be taken into consideration. If a 
typewriter, for example, is not manu 
factured today the ultimate demand for 
it will exist, and over a period of time 
a large backlog will be built up. In the 
case of food, however, no such back 
log can be developed. A company which 
fails to sell a loaf of bread today has 
permanently lost that particular sale. 
Thus we may expect to witness a pent 


up post-war demand for such things as 


typewriters, automobiles, — household 
electrical appliances, ete. 

Doubtless many companies that to- 
day are relatively obscure or even non- 


will 


portance in the eyes of the investing 


existent come to assume im- 
public. Bat, by and large, the corpora- 
tions that were the most successful be- 
fore the war may be expected to be 
among the most successful after peace 
comes, barring certain conditions be- 
yond the control of management. 
With the foregoing considerations in 
mind, we may attempt to classify by 
groups industries which theoretically 
are the best situated during both war 
and peace. It is based upon the premise 
that the position of an industry or com- 
pany at any ume can be good, fair or 
bad. In contrasting estimated conditions 
after the war with present conditions, 
nine possible categories of corporations 


present themselves, as follows: 


1. Good after the war and good now, 


. Good after the war and fair now, 


te 


. Good after the war and bad now, 


we 


4. Fair after the war and good now, 
5. Fair after the war and fair now, 
6. Fair after the war and bad now, 
7. Bad after the war and good now, 
8. Bad after the war and fair now, 


9. Bad after the war and bad now. 


The stock of a company in an indus- 
try that improves its status with the 
coming of peace might readily be classi- 
fied as a peace stock. Similarly, the 
stock of a company in an_ industry 
whose position is weakened with peace 
might be characterized as a war stock. 
Thirdly, the stocks of companies in in- 
dustries whose status is not materially 
changed by a transition from war to 
peace might be called “bridge” stocks. 

Thus peace stocks would be the ones 
that fitted into categories 2, 3 and 6, war 
stocks in 4, 7 and 8, and “bridge” stocks 
1, 5 and 9. 


(continued on page 6) 
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N 1929 an enterprising newsgatherer 
I asked the late Andrew W. Mellon, 
capitalist and a former Secretary of the 
Treasury, for a market opinion. Mr. 
Mellon is said to have responded: Eis 
is a good time to buy bonds.” 

Since 1929 we have had at least three 
bear markets in stocks; but only one 
long bull market in bonds. The spread 
between corporate bond yields and 
stock yields has widened to a breadth 
without precedent. 

The economic and business environ 
ment has discouraged risk-taking. At 
the same time it has caused investors 
to put a high premium on safety. Bond 
investors have fared better than those 


who have placed their funds in stocks. 





The broad outlook for stock prices 
in 1943 and in subsequent years, there 
fore, depends on whether there will be 
a fundamental change in the attitude of 
investors toward risks. Will risk-taking 
become more popular? Will the quest 
for “safety” be less pronounced? In 
seeking the answers, the panorama ot 


the past and present might be examined. 
Effect of Uncertainty and Fear 


Since about 1910, except in the mid- 
dle twenties, investors have lived in an 
uncertain atmosphere of unwelcome 


. 1 
change. Furthermore, changes and 


threatened changes often have been of 


such a character as to create fear. The 
tender plant of confidence has been 


anemic from undernourishment. and 


has suffered from recurrent injuries. 

From roto through 1915, there was 
a bloodless, political revolution in the 
United States in which large agerega 
tions of capital became less influential 
in the formulation of national policy. 
Then came the first World War with 
all its unsettling influences and new 
types of regulation, including a form of 
social-purpose taxation hitherto un 
known in America. The next frighten 
ing development was the Russian 
Revolution which rapidly evolved into 
an extreme experiment in international 
communism. This sent chills up the 
spines of men of wealth everywhere. 
In the backwash of the first World War 
a virulent type of economic nationalism 
raised its head, pointing the way to a 
new world conflict even more destruc 
tive of values than the first world cata 
clysm. But this was not all, for out of 
the depression of 1930-1933 came a 
combination of political and economic 
reforms in America loosely known as 
the New Deal. The New Deal, if not 
anti-capitalistic, certainly was anti 
latssez-faire; and in the minds of busi 
ness men and investors, the larssez-farre 
system had come to be regarded as 
svnonomous with capitalism. 

The events of the past 30 years have 
set in motion trends to make investors 


conscious of involuntary surrenders of 


freedoms, especially of freedoms in the 








field of economic effort. Owners of 
capital, unrestrained during the nine- 
teenth century and the early years of 
the twentieth when the emphasis was 
on growth and development, naturally 
are timid as their liberty of action and 
ability to accumulate (or even to retain 
the fruits of past efforts) is circum- 
scribed by social policies, by the income 
tax needs of an ever-expanding govern- 
The 


feels that he has passed out of a golden 


ment, or by both. entrepreneur 
age into an era which seems designed 


Lo mike business 


enterprising men 


both uncomfortable and __ inefficient. 
Hence, he has placed a high premium 
on a small “safe” income, and a big 
discount on large income if collected 


from the assumption of risks. 
Antidotes for Fear 


If stocks are to become more popular, 
hope must replace fear. Hope nourishes 
confidence. Fear destroys it. A revival 
of public interest in stocks, therefore, 
must presuppose that the factors which 
undermined confidence 


have will go 


into eclipse, and that investors will 
visualize opportunities to make money 
in an atmosphere conducive to_risk- 
taking. 
There are signs that the economic 
weather is changing for the better. 
Perhaps these signs are not as conclu- 
sive as they are numerous. It is difficult 
to visualize them, however, to the skep- 
tical capitalist steeped in pessimism 
brewed from recent experience. 
Strangely enough, the great world 
revolution seems to have started in a 


Re- 


cently, a number of men of means who 


most unexpected place—Mexico. 


have a reputation for native shrewd- 
ness have been moving a substantial 
part of their investments south of the 
Rio Grande on the theory that this 
southern republic now has a govern- 
ment which is making Mexico a safe 
haven for funds. This may be signif- 


icant: for it could be that the World 


Revolution, which apparently began in 
Mexico, has commenced to terminate in 
the country of its origin. 

The revolt in the American Congress 
which led to the enactment of the Rev 
enue Act of 1942; November election 
trends all over the country; and the 
imposition of a steep tax on small in- 
comes which will make additional mil- 
lions tax-conscious, all suggest a more 


conservative political atmosphere. 


Back to Old Values 


An eminent sociologist who for years 
has studied available history concerning 
the effect on society of major calam- 
ities, such as famines, disasters, revolu- 
tion and war, concludes in a current 
book that such events always are fol- 
lowed by a return to long established 
values in religion and morality, a 
strengthening of older social institutions, 
and more conservative political practices. 

The fear of communism apparently 
has begun to ebb. Lenin’s Russia was 
and interna- 


communistic, destructive 


tionalistic. Stalin’s Russia is shading 
toward the capitalistic, the constructive 
and the nationalistic. Russia, like Mex- 
ico, is recovering from revolution—not 
entering deeper into it; and the priva- 
tions of war, if history repeats itself, 
will make the nation and its rulers 
take a much more conservative attitude 
toward property. Just as the Western 
nations already have begun to under- 
stand that many of the things formerly 
believed about the so-called Soviet 
Union were, to put it mildly, not en 
tirely true, the people of Russia have 
discovered unsuspected good in capital- 
istic institutions. 

totalitarian 


Furthermore, jealousy 


toward the classes is on the decline. 
Even the most ignorant and prejudiced 
people know that the political power of 
wealth no longer is supreme, and that 
the advantages of owning property in 
have been 


this generation, at least, 


greatly over-rated. 


The 


with its thinking greatly altered by the 


adventurous new generation, 
experiences of war, will be returning, 
after a while, to civilian pursuits with 
a freshly inspired desire for the good 
things of life and an aptitude for taking 
risks in order to obtain them. 

The little 
least, did not long remember, the causes 
of Worid War E. 
stands and probably will not soon for- 
get the genesis of World War II. Eco- 


world understood or, at 


It thoroughly under- 


nomic nationalism makes world society 
inefhcient, produces lower living stand 
ards, causes chronic uncertainty, and 
leads to war. It is highly improbable 
that those who have suffered the con- 
sequences of this most dangerous of all 
“isms” can be led into the blind alleys 
of isolation as they were in the 1920's. 
This war is bound to end in the defeat 
of totalitarianism, which, in the last 
analysis, is nothing more or less than 
an extreme form of economic national- 
ism. The lessons of Versailles, of the 
twiddling twenties, of the fearful thir- 
ties, and of the frightful forties probably 


have not been in vain. 


Positive Factors Important 


Thus, there is reason to believe that 
some of the fundamental causes of fear 
to take risks may be eliminated; and 
that the tender plant of confidence may 
be watered and permitted to grow in- 
stead of being starved and trodden un- 
der foot. 

This is only the negative side of the 
looming economic future; there also are 
positive factors, perhaps even more im- 
portant. 

The world is producing for destruc 
tion. Its factories and manpower are 
devoted to work which does not add to 
the usable wealth of society. In fact, 
the factories, those who work in them, 
and those who bear arms now, are en- 
gaged in destroying wealth — making 
things unavailable for use in a peace- 


(continued on page 10) 
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R ESEARCH induced by the interest 
of readers of Tue Excuance in 
las’ month’s tabulation of common 
stocks on the New York Stock Ex- 
change which have paid cash dividends 
consecutively for 25 to 4o years, inclu- 
sive, revealed some significant data 
among listed stocks with longer divi- 
dend records. 

It was found that, in the case of none 
of the venerable issues—41 to 94 years 
in the continuous dividend list—was 
there a failure to pay a cash dividend 
during the first nine months of 1942. 
This record matched the record of the 
25-40-year distributors as recounted in 
the November issue of this magazine. 
Furthermore, it appears that the longer 
the dividend record of the companies, 
the more stubborn are their adherence 
to existing dividend rates; or, at least, 
that is what the first three-quarters of 
1942 disclosed in comparison with 1941 
distributions in the corresponding § pe- 
riod. With taxes high, this year’s ex- 
perience may, or may not, be a criterion 


for later periods, 


A Sturdy Front 


Of the 24 oldest corporations to make 
payments to stockholders without a 
break since 1882 or longer, only two 
reduced their payments for the nine 
months of this year, which were par- 
tially offset by an increase on the part 
of another company. The full 59 com 
panies presented in the accompanying 
table offered this exhibit— 

Seventy-three per cent of them paid 
the same cash dividends in the nine 
months ended September 30, 1942, as 
in the corresponding stretch of 1941; 

Twenty-four per cent paid less, and 
two corporations paid more. 

The dividends included in the table 
represent cash paid to stockholders dur 
ing the nine months, without reference 
to “ex-dividend” dates which would 
bring payments after Sept. 30. 


(continued on next page) 


1942 DIVIDEND RECORDS OF LISTED COMPANIES 


WHICH HAVE PAID CONSECUTIVELY FOR 


FORTY-ONE TO NINETY-FOUR YEARS 








59 Common Stocks 
on the New York Stock Exchange 





Year Per Share Per Share 
Payments Ist 9 Mos. Ist 9 Mos. Change 
Name of Company Began 194] 1942 % 

The Pennsylvania Railroad Co............ 1848 $1.00 $1.00 
Continental Insurance Co. (N. Y.)........ 1854 2.20 2.20 
Corn Exchange Bank Trust Co............. 1854 2.25 1.80 20.0 
The Rensselaer & Saratoga R. R. Co....... 1862 8.00 8.00 
The American News Co.. Ine............. 1864 1.50 1.50 
Joliet & Chicago Railroad Co............. 1864 5.25 5.25 
The New York & Harlem Railroad Co..... 1866 5.00 5.00 
Washington Gas Light Co................. 1866 1.12% 1.1214 
Pullman Incorporated.................... 1867 1.50 1.50 
Morris & Essex Railroad Co.............. 1868 3.8714 3.871 
Erie & Pittsburgh Railroad Co............ 1870 2.40 2.40 
Albany & Susquehanna Rail Road Co...... 1871 9.00 9.00 
Pitts.. Ft. Wayne & Chicago Ry. Co....... 1872 i 5.25 
The Gold & Stock Telegraph Co....... ce 2ea0 1.50 1.50 
Westinghouse Air Brake Company........ 1875 0.75 0.75 
PRONG, Te Be Moe os vsiccsecaieioro:edlo-wbo koe e bc 1878 1.20 1.00 16.7 
American Telephone & Telegraph Co....... 1881 6.75 6.75 
Detroit Hillsdale & So. West. RR. Co..... 1881 1.00 1.00 
The Northern Central Ry. Co............. 1881 4.00 4.00 
The S. S. White Dental Mfg. Co........... 1881 0.80 0.90 +12.5 4 
The Diamond Match Co................... 1882 1,121 1.121% 
N. Y.. Lackawanna & Western Ry. Co....... 1882 3.75 3.75 
The North Western Telegraph Co......... 1882 3.00 3.00 
Standard Oil Co. (New Jersey) ........... 1882 1.00 1.00 
The Mahoning Coal Railroad Co.......... 1884 15.00 15.00 
Consolidated Edison Co. of N. Y.. Ine..... 1885 1.40 1.20 14.3 
The United Gas Improvement Co......... 1885 0.60 0.35 1] 
Hackensack Water Company............. 1886 0.75 0.75 
The Canada Southern Railway Co.......... 887 3.00 3.00 
The Ruberoid Company.................. 1889 0.50 0.30 10.0 
CAIN MEN O ihc aib ash aic,o5 som cernauneaees 1890 1.00 1.00 
Commonwealth Edison Co................ 1890 1.35 1.25 74 
Beech Creek Railroad Co................. 1891 1.50 1.50 
The Procter & Gamble Co................. 189] 2.50 1.50 —10.0 
WU Na a a si oo os ooorsae a oss bas eeeon 1893 1.50 1.50 
Standard Oil Ce. (Indiana).............. 1894 1.00 0.75 25.0 
Burroughs Adding Machine Co............. 1895 0.45 0.45 
Colgate-Palmolive-Peet Co................ 1895 0.3742 0.3715 
Raybestos-Manhattan, Ine................. 1895 1.12%, 1.1245 
The Alabama & Vicksburg Ry. Co......... 1896 3.00 3.00 
‘See Gaby Bos & Pudl Goi.c.k.occsicccccccecs 1896 0.90 0.90 
Tee U.S: Plaving Caed Cai ..< .c6 ccc cass. 1896 2.00 2.00 
The Bon Aus Company. ....... 0.005.006 1898 2.29 2.25 
a | 1898 3.00 3.00 
Allegheny & Western Ry. Co.............. 1899 6.00 6.00 
The Borden Company. ........0.00..0606.00080: 1899 0.90 0.90 * 
OMeCRE TIAGO Ces ies sisi es eccees 1899 0.70 1.05 +50.0 
ee 1899 1.20 1.10 — 83 
Standard Brands Incorporated............ 1899 0.40 0.10 75.0 
I Te 0d 6 a ol o ccnd umn cte enue 1899 3.00 3.00 
West Virginia Pulp & Paper Co............ 1899 1.30 1.00 23.1 
wale @ Tewne Ws. Ces. occ cise cscccscs 1899 0.45 0.45 
Bristol-Myers Company.................. 1900 1.80 1.50 16.7 
The Cream of Wheat Corp................ 1900 1.20 1.20 
Union Pacific Railroad Co................ 1900 1.50 1.50 
Meme Stwel COmpeey <n. cscs 5 sccccsscowe 1901 3.00 a 5 $.3 
The Electric Storage Battery Co. Mectence Ie 1.50 1.50 
Norfolk & Western Railway Co............ 1901 7.50 7.50 
R. J. Reynolds Tobaeeo Co... 2.2.2.2... . 1901 150 1.20 20.0 


Paid same amount in first 9 months of 1942 as in corresponding 1941 period. 

“A™ and “B™ issues combined. 

Dividend records include major predecessor companies. 

The 50° increase in the dividend payments of General Electric Company is attributable 
to the faet that the company changed the date of payment of the dividends on its common 
stock. 

Vo recommendations of. or solicitation of an order to buy or sell. anv securities 
of the above companies is hereby intended, the list being merely illustrative of the 
accompanying text. 














The table is revealing to investors who 
had thought that relatively few railroads 
Of the 


59 oldest corporations to pay an annual 


had paid dividends since 1931. 


income to their stockholders without an 
omission, 30° per cent are railroads. 
Study of the table discloses an interest 
Ing composition of the really hoary 
headed, consistent annual payers. Ot 


the ten oldest—dating between 1848 


and iS68—five are railroads; another, 
Pullman Incorporated, is a manufac 
turer of railroad equipment. 

In the group of ten companies which 
began payments trom 1870 to i881, in 
clusive, we again find that 50 per cent of 
the companies are railroads. A greater 
diversification appears in the next group 
which began payments between 1882 
and tS8g. Here we find a petroleum 
company, making an appearance for the 
first time in the list, and public utilities, 
which appear infrequently prior to 1882, 
are predominant in this group. In the 
subsequent seven years, the “industrial 
ave” began to find retlection in terms of 
dividends of durability. Eight of the 
twelve corporauions dated between 18go 
and S96 are manufacturing concerns 
or distributors, and two of the remain 


ing four are railroads. 


Food Companies 


Light listed corporations began their 
protracted dividend course in 1Sgg, more 
than in any preceding year; and, as the 
table shows, it was between 1Sg8 and 
igoo, inclusive, that food companies 
entered the field with a rush—six of 
making cash which 


them payments 


were followed by an unbroken record 
of cash payments thereafter. 

Several of the companies in the tabled 
group show sharp declines in cash dis 
bursements for the first nine months of 
1942. Payments during the final quarter 
of the year, however, may make the 
records of a number of these companies 


compare more favorably with the fig 


ures of 1941. Pullman Incorporated, for 
example, paid on December 15 a cash 
dividend as large as its disbursements 
in the first nine months. Many com- 
panies during the early part of this year 
were conservative in their dividend pol- 
icy, due to uncertainties arising out of 


possible tax liabilities. 


What Are Peace Stocks 
And W hy ? 


(continued from page 2) 


It should be made perfectly clear that 
opinions regarding the future status— 
or the present, for that matter—of an 
industry are certain to vary. It is with 
the full realization, then, that a con 
siderable difference of opinion might 
be found with the groupings that we 
list various industries under the nine 


classifications. 





A Word Of Approval 


Tue Excuance is a simulating 


publication and contains many 
helpful articles for the investor 
and members of the New York 
Stock Exchange. Such articles as 
“What Constitutes a Good Invest 
ment?” and “The Background of 
High Yields” help to guide a pur- 
chaser of securities, or a member 
of the Exchange in advising cus- 
tomers. This publication is really 
a constructive step taken by the 
Exchange in attempting to face its 


problems in a sound manner. 


From Tut 
Securities Excuances, by Jacob 
O. Kamm (Meador Publishing 


Company, Boston, Mass.) 


DECENTRALIZATION O18 


impartial analytical study of 
economic forces affecting the 


, , 
securities exchanges of the United 











(In the interest of brevity this discus- 
sion centers only on manufacturing in- 
dustries. The groupings below include 
other types of business but not railroads 


and public utilities). 


'P >. 
Chemicals Agricultural Equipment 
Drugs Baking 
Oil Railroad Equipment 


Mouon Pictures Tobacco 
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Air Transportation 
Automobiles 
Electrical Equipment 


Shipping 


Office Equipment 7. 
Mail Order 
Aireratt’. Manutacturine 


3. Steel 


: ; Shipbuilding 
Tin Containers 


Gold Mining 
Household Furnishings o. 
Senne 
ry Paper 
Copper Mining 
Machinery 
Retail Stores Silk 


This list is by no means complete. 
The examples given are simply meant 
to illustrate diversification and contain 
no inference as to individual stocks of 
the groups. 

It should be reiterated that there is 
nothing cut and dried about these list- 
ings, there being enough uncertainties 
to make several of the selections largely 


a matter of addition, 


conjecture. In 
coming events will doubtless alter some 
of these groupings. Changes in the tax 
laws, renegotiation of contracts, post 
war refunds, plant expansion, raw ma- 
terial price changes, new inventions 
and many other happenings could 
rapidly change the outlook for indi- 


vidual companies as well as industries. 


Time Element 


To repeat, the stock of any company 
that can logically be placed in Groups 
2, 3 or 6 may be regarded as a peace 
stock. Although companies in Group 1, 
primarily, and 5, secondarily, may be 
expected to do well when peace comes, 
the fact that their position is not im- 
proved relatively with the coming of 
peace eliminates them from the cate- 


gory of peace stocks, 


Vi 
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~~ 


ID the railroad put the steamship 
out of business—or did the steam- 
ship put an end to the manufacture of 


wheelbarrouws? 


When America was discovered did 
100 per cent of the European population 
pack up and set sail for the new world, 
or was there not more room for expan- 
ston among those who remained as well 


as for those who faced the wilderness? 


So it is in the field of transport today 
—new worlds and old, but the growth 
of a lusty son cannot eclipse the im 
portance of a parent. Rail and steamship 
facilities are not weakened by age. 

What industry brings to mind more 
fantastic dreams of future growth, de 
velopment and expansion than the fly 
ing Pullman and freight train of the 
airline transport industry? 

Who has not anticipated the post 
War vacations in Sydney, Rio or Rome 
which will be opened up to those of us 
who have taken our two weeks on the 
Jersey beaches? Who has read the news 
papers without realizing how much 
bigger the world can be to us, at the 


same time learning how much smaller 


U. 8. Army Air Service loading 
experimental freight cargo— 
June 8, 1923 — to go from 
Augusta, Ga., to Washington. 


By F. DONALD ARROW SMITH, Aeronautical Securities Research Corp. 


Are ‘Skytrains’ A Threat 
Railroading? 


the world has become Lo everybody, 
The expectations for commercial air 
lines in the post-war pericd have defi 
nitely been advanced many years by the 
signal and necessary speed which our 
war efforts have demanded. The na 
tion’s airlines today are a military arm. 
They are flying men and materials to 
far corners of the world and they ar 
ying morale—in the form of mail as 
well as of food and ammunition to 
every place where our men are fighting. 


Like the railroads, the airlines are ac- 










complishing outstanding results in the 
first and only joint tasks we are all 


facing—to win the war. 
Speed and Utility 
Our generation has learned that the 
new-fangled flying machine is becom 


ing not only as safe as the horse and 


bugey but that it gets places a great 
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deal faster. There is no question 
whether this war will make the nation 
“air-minded” in times of peace as well. 
The will to human flight will be a most 
valuable asset to the post-war airlines 
for not only will the barriers of nature 
be set aside but also the barriers of time. 

Man, who flies today, will be the less 
inclined to take a four-day train or six 
day ship tomorrow, and the man who 
flies represents a far larger portion of 
our population than he did two years 
wo. Despite greatly reduced numbers 
of planes, our airlines are maintaining 
efhcient schedules across the country 
while our armed forces are seeing the 
worth of our airplanes demonstrated in 
a fashion which, though different from 
original intentions, is not the less con 
vincing. 

The railroads and the steamship com 
panies, aroused by the enthusiastic state 


ments regarding the future of air trans 


portation, are studying the post-wat 
problem to see if they, too, should take 


to the air. 
Freight Carrying Costs 


There is little doubt that air trans 
portation of the future will play a more 


Important 


part In the international 


scheme of communication—of merchan 
dising, and of distribution. New fields 
will be opened, new sources of raw 
materials will be opened, and new mar- 
kets will be developed, by aircraft. 
There Is even less doubt that peace time 
commerce will be governed by the all- 
important determining factor of dollar 
cost. of transportation a thing of 
little consequence today when our free 
dom is at stake but in the saner world 
of tomorrow a most Important con 
sideration. 

Our airline companies have studied 
in their Research and Economic Depart 
ments the relative costs of freight trans 
portation by surface means and by air. 
The result of one company’s study re 


veals that, on the basis of operating costs 
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growth.” 





RAILROADS AND STEAMSHIPS REMAIN AS 
BULWARKS OF TRANSPORTATION 


“Even ignoring the question of governmental sanction, there is no reason 
to believe that the older forms of transportation are doomed, for any study 
of facts and figures gives assurance that air transportation will complement 
surface transportation and not supplant it. That is a natural function of the 
passenger plane and the flying freight car. The airlines are well entrenched 
in their business, and their successes and accomplishments of the past fifteen 


years have been unparalleled in efficiency, enthusiasm and steady, rapid 








of present airline equipment (the com- 
parative expense of an average commer- 
cial load by freight train as against 
cargo airplane under normal peacetime 
conditions), the air cargo method would 
cost 35 times as much as the freight 
train. As against the cost of an ocean- 
going freighter, the study shows the 


comparative expense as 250 times as 
much. 

In the case of the railroad, the com- 
pany considered a freight load operated 
between Chicago and San Francisco as 
average, While the steamship compari 
son postulated an average ocean 
freighter plying between San Francisco 
and Brisbane, Australia. 

It is worthy of notice that neither of 
these studies pays much attention to the 
evaluation of terminal costs which, in 
the case of surface carriers often proves 
as great as their over-the-line costs. Fur- 
thermore, the example comparison does 
not take into consideration the season- 
to-season variation in trafic flow, nor to 
the short-haul trafhe, nor to the pick-up 
and delivery service on both sides of 
the terminal. Nevertheless, the present- 
day contrast gives the edge to the land 
and water carriers of bulk freight. 

We hear on all sides the possibilities 
of air-freight transportation via the 
“sky-train.” War news and newspaper 
pictures show the towed gliders carry- 
ing troops and supplies in combat opera- 
tions. There is no question of the “sky- 


train’s” significant and strategic import 


in combat operations, but its application 
to peacetime commercial freight from 
the viewpoint of economy has yet to be 
demonstrated. As stated by one of our 
airlines’ high officials: “There appears 
to be no magic cost-saving in cutting an 
airplane up into little pieces and then 
tying the pieces together.” 
Room for All 

There are pioneer aircraft executives 
who claim that the “sky-trains” will be 
a recognized medium of transportation 
of the future. They also admit that the 
cost will be much greater than that of 
freight by rail or by ship, while claim- 
ing that the aircraft's greater speed in 
delivery can compensate the increased 
costs of transportation for special ship- 
ments. 

Our 


mands the services of all the various 


economy in this country de- 
forms of transportation available. The 
airplane, with its inherent speed, will 
find its definite place in the transport- 
ing of this country’s business. The vol- 
ume of domestic air cargo will increase 
by leaps and bounds. But it will create 
its own markets, especially for that mer- 
chandise which would never move at 
all were it not for the speed in transit 
which the airplane makes possible! 
As for the air-freight cargo division 
of the airline industry, it would appear 
that it cannot supplant the railroad or 
steamship surface transportation, but 
will prove instead to be another impor- 


(continued on page 12) 


War’s Effects Seen 
In Stock Prices and 
News Parallels 


 hersewee time has elapsed since 


the United States was plunged into 





the war to attempt a measurement of 
the price trend of listed common stocks, 
and to appraise the effects of the conflict 
and our war effort upon such _ price 
changes. 

Quite naturally, in December, 1941, 
following the attack on Pearl Harbor, 
securities prices on the New York Stock 
Exchange fluctuated widely. The accom- 
panying chart record shows how listed 
common stocks behaved thereafter. 

As of December 1, 1941, the average 
price of all listed common stocks stood 
at 23.30 per share and by January 1, 
1Q42, it had declined to 22.00. While 
this average price was not computed be- 
tween these dates, it seems certain that 
it must have fluctuated outside of the 
foregoing price limits and, for a period, 
below the twenty-two-dollar level. 

On the other hand, by the end of the 
month the stock market had definitely 


adjusted itself to the new conditions. 


War Events Reflected 


A review of the month by month 
average prices of all listed common 
stocks after January 1, indicates that they 
have closely paralleled the trend of 
United Nations fortunes since America 
became involved in the war. During 
the earlier months of this year, while the 
United States was organizing its pro- 
duction and military facilites on a full 
war footing in the face of discouraging 
military gains by the Axis, the average 
price declined steadily to 18.99 as of 
May 1. Since that date, as the effect of 
the full production and military might 
of this country began to register, the 
average price of all common stocks in- 


creased steadily to 23.18, as of Novem- 


PRICE PERFORMANCE OF LISTED COMMON STOCKS 
—By Industrial Groups — 


JAN. 1, 1942 to DEC. 1, 1942 
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ber 1. As of December 1, the average 
showed a decline to 22.97—the first re- 
versal of the trend in seven months. 
In spite of the 4.4 per cent advance in 
the average price from the first of this 
year to December 1, the price perform- 


ance by price groups, as shown in the 


chart, indicates that selectivity even un 
der war conditions ts a dominant factor 
in the stock market: and the familia 
pattern of diverse price movements as b« 
tween the various industries is still very 
much in evidence. The average price 


Aluctuations by industrial groups ranged 
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between ah 1NCreAse of 74-1 per cent for 
the common stocks of the rubber com- 
panies and a decrease of 15.8 per cent 
for those of mining companies. Of the 
27 industrial groups, 21 scored advances 
in average prices while 6 groups suffered 


price declines. 
A Brisk Advance 


The striking price advance scored by 
the rubber companies is, in part, a recov 
ery from the sharp declines suffered by 
the stocks in that group during the un- 
certain days of last December when the 
average price of rubber shares fell from 
18.15 On December 1 to 12.19 a month 
later. A similar, but not nearly as strik 
ing a situation, exists in the case of the 
automobile companies whose common 
stocks advanced 25.8 per cent in price 
1G42. 


In the case of the rubber companies, 


from January 1 to December 1, 


however, at least a portion of the large 
rise in price probably reflects the fact 
that curtailment of their sources of nat 
ural supply is not going to stop their 
contribution to the nation’s war effort. 
In fact, their facilities are even now 
more in demand than under peacetime 
conditions, processing our pre Pearl 
Harbor rubber reserves for military use. 

Price advances well above the average 
1.4 per cent were also attained during 
the charted period by the common 
stocks of amusement, financial, build- 
ing, business and office equipment, 
textile, machinery and metal and farm 
machinery groups. While these and sev- 
eral other groups scored gains well 
above the average, the effect of their 
improvement is largely offset by several 
large components in which advances 
were below the average, or where de- 


clines rather than advances occurred. 


War Industries 


The chemical, tobacco, steel, aviation, 
shipbuilding and mining groups de- 
clined from 2 per cent to 15.8 per cent. 


At first glance it appears surprising that 
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such war industry groups as steel, avia- 
tion and shipbuilding should have fared 
worse price-wise than did similar groups 
which scored price advances. It must 
be borne in mind, however, that cer- 
tain of these industries, even during 
Iygt, Were Operating at or near peak 
capacity, and that their 1942 net incomes 
will be lower than those for 1941 be- 
cause of higher tax rates and production 
COSLS. 


What 


stock market subsequent to Decem- 


of the effects of war in the 
ber 1? In this month year-end readjust- 
ments of accounts usually occur, causing 
irregular fluctuations. This appeared to 
be the case again this year, unul around 
that time better 


mid-month. At war 


news seemed to find reflection in a 


firmer price tone. 


Risk Capital Views 
Edges of Far Horizon 
For Things to Come 


(continued from page 4) 


time economy. So the normal needs of 
humanity are accumulating, and in- 
creasing, without being satished. The 
world not only is using up current pro- 
duction and the production of past 
vears, but it is accumulating huge def- 
cits of the things society will need in 
the future. 

After the war there will be shortages 
in housing, in metals, in clothing, in 
food, and in all those material com 
forts and conveniences to which Amer- 
icams are accustomed and others would 
like to have. In other words, a huge 
task is being delineated for labor and 
capital, 

Before the war, in fact from 1g1g to 
IQ41, the chief criticlsm of the latssez- 
faire system of economics was that it 
produced more than it made available 


for consumption. Broadly, this was the 


indictment made by the New Deal econ- 
omists. The farm problem, the heavy 
industry problem, the unemployment 
problem, and the manufacturing: prob- 
lem all centered around accumulations 
of surpluses. The word was “over-pro- 
duction” to the producer, and “under- 


consumption” to the consumer. 


The war ts substituting an economy, 
of deficits for an economy of surpluses. 
The entrepreneur, or risk-taker, thrives 
in an economy of shortages rather than 


in-an economy of abundances. 


New Frontiers 

The war has opened up new vistas in 
areas where the last frontier not long 
Igo seemed to have been explored and 
exploited. In the late twenties and in 
the thirties, economists talked about 
the need of new industries and the pass- 
ing of geographical frontiers. The war 
is opening up countless new technolog- 
ical opportunities and probably will have 
the effect of enlarging the geographical 
scope of modern industrial and commer- 
cial society. 


Our 


chanical laboratories in these war years 


economic, industrial and me- 
are being forced to perform inventive 
miracles to meet raw material shortages 
and create new weapons. There prob- 
ably never was a time in the history of 
the world when so many new products, 
new devices and new methods have 
been in the process of development. A 
new airplane industry has been devel- 
oped, the future possibilities of which 
beggars the imagination; and at the 
same time we are training hundreds of 
thousands of young men to fly and to 
love the air. Our chemical, metallur- 
gical, and mechanical laboratories have 
gone forward generations in a few short 
The 


stroyed, but in this destruction there are 


years. ravages of war have de- 
the seeds of vigorous rebuilding and 
recovery. 

This, remember, is a global war. It 


(continued on page 16) 
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Response 
to a 
Reasoned 
Brokerage 
Approach 











Ro many millions of Americans, 
and for far more millions this year 
than last, their office and factory jobs 
this month seem as an interlude to a 
more difficult undertaking. They are 
hguring their 1g42 incomes in the piti- 
less light of the nation’s heaviest income 
LAXes. 

The owners of a few securities are in 
the same boat with the wealthy. Be- 
cause income taxes are reaching down 
into smaller net incomes than in any 
preceding year, the matter of returns in 
interest and dividends is of genuine in- 
terest to investors of practically every 
stratum. And the cause of much study. 

Large holders contemplate the revised 
capital gains provisions of the Revenue 
Act with beetled brows. 

The owners of diversified portfolios 
are calling for clarification of Subsection 
2(e) which constitutes a revision of 
Section 4(b), or whatever section it may 
be, of the 1941 law. 

The facilities of securities brokers for 
acquiring and distributing income tax 


information, assume, once again, an an- 


nual importance quite remote from the 





execution of orders to buy and sell; and, 


in course of services rendered, old cus 
tomer relationships are being made 
closer, and new ones created. In an- 
ticipation of a broad demand for facts 
affecting customers’ taxes, many New 
York Stock Exchange firms began to 
cooperate with clients as far back as 
early October, interpreting succeeding 
stages of the 1942 Revenue Act as the bill 


was gradually shaped in Washington. 
Widely Offered 


Attracted by repeated newspaper ad- 
vertisements of an “Investor’s Tax Kit, 
1942,” offered gratis by Merrill Lynch, 
Pierce, Fenner & Beane, THe Excu ance 
came upon realistic traces of the pub- 
lic’s interest in current taxation. 

The advertisements described the of- 
fered material, as follows: 

“A survey of the new Tax Law as it 
applies to investors . in simple and 
understandable language; 

“A letter pointing out significant 
changes in the Tax Law affecting in- 
vestors; 


“Three work sheets which simplify 
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the task of computing capital gains and 
losses.” 

In advertising agency idiom, the idea, 
itself, and the phraseology of the paid 
“copy” were based upon considerable 
“market research,” although the brok- 
erage business would refer to the en 
terprise as a reasoned approach to the 
public interest. Either way of looking 
at the field and the expected results, the 
outcome of the firm’s offer to supply a 
“tax kit” has been expressed in large 


hygures. In this manner— 


Applications Received to Dec. 15 


From customers, by direct mail. . 43,283 
From others, by direct mail..... 15,200 
From advertisements, traceable. . 10,012 
From special mailings.......... 1,450 

09.945 


Based on Experience 
The extent that market research hg 
ured in the enterprise was comprised. 
chiefly, in the firm’s experience with a 
similar venture in respect to the 1941 
Revenue Act. This year additional in 


formation and added facilities were in- 





cluded in the “kit” three work 


sheets instead of one for setung down 


securities with their prices, for example, 


as an aid in calculating capital gains or 
losses. The offer to customers and oth 
ers, incidentally, was not made as op 
portunist business-inciting — publicity, 
merely attached hastily to the Revenue 
Act’s passage by Congress. 

Some weeks before the bill was passed 
approximately 100,000 customers of the 
firm’s 88 offices were informed by mail 
that salient information would be ready 
soon after the statute had been enacted, 
and would be supplied, if wanted. At 
the same time, a similar offer went to 
some 60,000 other individuals. 

The requests for “kits” which accumu 
filled 


seven days after the Tax Bill was passed, 


lated over several weeks were 
establishing a kind of a record for speed 
in analyzing the law, in simplifying the 
material, 


details, writing explanatory 


and getting the printing and mailing 
done! 

The public interest, as revealed by the 
applications, was amazing on a percen 
tage basis. A re sponse of more than 43 
per cent of customers and of more than 
25 per cent of the others, spoke volumes 
for the public’s demand for enlighten 
ing material about taxes in a year con 


taining many personal preoccupations. 


Ready fo r Calls 


But the physical preparation and de 
livery of the “tax kit” represented merely 
the foundation of the firm’s effort. If 
the offer should prove to be iccepted 
widely, it was realized early in Novem- 
ber—and with the experience of 1941 
in mind—a widespread demand would 
come upon the offices and personnel for 
explanations of individual customer's 
tax problems. Consequently, a series of 
special bulletins was sent from the head 
ofhce in New York to the 550 account 
executives of the firm, going into detail 
in respect to the law’s application to 


many conceivable income tax situations. 
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To impart a practical slant to this 
form of schooling, each account execu- 
tive received a transcript of the accounts 
that he had served, by way of refreshing 
his memory about customers’ holdings. 
December marks the year’s high-spot 
between 


for volume of consultations 


customers and brokers an essential 
element of the brokerage trade and, in- 
cidentally, productive of business. 

The combination of such planned... 
and expensive ... efforts to reach sources 
of public interest comes, of course, un- 
der the heading of business promotion, 
even though the route to it is indirect. 
An analyst of results would ask: what 


does the firm get out of it? 


Business Turnup 


The question was answered last year 
when, following a substantial distribu- 
tion of information about the Tax Law 
of 1g4t, transactions of the brokerage 
house in December—the conventional 
month for adjusting securities accounts 
—showed a sharp rise over preceding 
Autumn months. A sharp rise occurred, 
also, in the firm’s business volume on 
the New York Stock Exchange in pro- 
portion to the total December volume 
on the board. It is too early to deter- 
mine whether business stimulation be- 
cause of renewed, or fresh, contacts with 
customers will make an equivalent 
showing this year. December was only 
half gone when this was written. 

Again, the indeterminate effect of the 
revised Capital Gains section of the 1942 
law upon Stock Exchange transactions 
near the year-end has to be taken into 
account. Tax on short-term capital gains 
is measured in terms of ordinary income 
and (high) surtax rates; whereas long 
term capital gains are taxable on a lower 
basis. And the holding period distin- 
guishing long-term gains, under the 
revised law, is six months instead of 
eighteen to twenty-four months in the 
superseded statute a much shorter 


period to many InVestors and traders 


and decidedly worth waiting — out. 

There are also details of the Revenue 
Act awaiting rulings of the Internal Rev- 
enue Department, which tend to post- 
pone investor and trader decisions about 
their holdings of bonds and stocks until 
precise interpretations of questions still 


in doubt shall be made public. 


“Air Trains” a Threat 
To Railroads? 


(continued from page 8) 


tant medium which will supplement 
both. 

The features of the airplane are fast 
transportation and an_ accessibility fac- 
tor exemplified by its ability to cross 
over all physical barriers—to touch any 
part of the world. On the one hand, we 
will have high-speed trade and trathe 
going by air and, on the other, the 
slow, bulk trafic moving by land and 
sea. 

The potential expansion possible in 
the passenger field of our national air 
transportation is geographically appar- 
ent when we realize that of the more 
than 687 million inter-city travelers us- 
ing rail, bus and air in the United States 
during 1941, exclusive of the more local 
and suburban travel, only 0.55 per cent 
were carried by air. 

By maintaining and developing our 
present leadership in commercial avia- 
tion, we will be able to make deliveries 
from New York to almost any city in 
the world in less than twenty-four hours 
Hying time. And in a few years not only 
will our air cargoes be larger but new 
developments in aircraft design will 
shrink our world to even smaller pro- 
portions. Yes—our airlines will take 
some portion of our more precious 
freights which today have only the 
choice between rail, bus and ship, but 
for the greater part they will develop, 
and in turn be developed, by the open- 


ing of the earth’s farthest reaches. 
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BALL 


The discussion of speculation and in 
vestment, along with reminiscences, here 
reported, was provoked by mention of the 
Capital Gains section of the Revenue Act 
of 1942 during a luncheon conversation 
early this month between a_ securities 
broker who retired in 1927 and the senioi 
partner of a New York Stock Exchange 
firm, with a member of Tue Excuanci 
staf} present. 

Capital gains! said the retired 
broker. It seems remarkable to me that 
these words have recently figured promi 
nently in public discussion. Of course they 
have been in the Federal tax laws for 20 
years or longer, with special treatment ap- 
plied to such gains since January, 1922. 
But when I was in business people who 
bought and sold securities were concerned 
about plain “profits’—if they realized 
profits, they paid plain taxes on them. If 
they figured their tax bill on profits would 
be high, they simply held off from selling 
—they'd be darned if they would pay out 
so much of their market income to the 
Government. 


... That was the trouble, broke in the 
senior partner. You know as well as I do 
that it was high taxes on capital gains— 
profits if you insist—that had a great deal 
to do with the breakdown of prices in 
1929. Too many securities owners with 
large gains accumulated on paper refused 
to pay the high taxes they'd have to pay 
if they sold, so they didn’t sell until busi- 
ness conditions turned sour and then too 
many set out to sell at the same time. 

You are citing history, said the 
other, and I have no criticism of capital 
gains instead of profits in market par 
lance. Quite the contrary in fact. And | 
am not thinking about the legal aspect of 
capital gains, how long-term and_ short- 
term gains or losses are to be treated in 
making up income tax statements. The 
personal and practical meaning of capital 
is what T have in mind, at a time when 
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more capitalists are being created in this 
country than ever before. 

.. You wouldn't know it by looking 
at the volume of business in corporat 
securities, commented the senior partner. 

Oh, forget about the market—the 
tax bill was enacted only a few days ago, 
said the retired broker, and many people 
with capital gains in their accounts will 
wait tll the six months’ long-term holding 
period is over before realizing them. 
There's something more significant for the 
securities market in the making than in 
creased volume in December. 

The problematical peace market 
some day? 

... No. The projected savings, or “dis 
posable income” after taxes of upwards ol 
$40,000,000,000 which the people of this 
country are facing in 1943, said the retired 
broker. This is a rough estimate, based on 
figures of the Bureau of Agricultural Eco 
nomics. But, whatever the amount, the 
receipt of excess income next year is going 
to make more new capitalists than this 
year has made, and that is saying some 
thing! 

But let me get back to capital . . . the 
retired broker went on . and see why 
it is More constructive to talk about capital 
gains than about profits. Tl illustrate my 
point first, and drive it home later. 

Some years ago an employee of the old 
Brown Brothers firm, at 59 Wall Street, 
died and the appraisal of his estate showed 
that he had accumulated around $2, 
000,000. The news was a financial district 


sensation at the time—the newspapers told 
all about it. Hf recollection serves m« 
properly, he had been chief clerk, or a 
similar salaried man—with the firm a 
long time but not a partner. 

He had accumulated his net worth in 
securities. But he hadn't used his head 
just to make some profits. He had con 
sidered his money strictly as capital. He 
had seen to it that his cash position was 
good in times of depression. To make the 
story short, he had bought good stocks in 
the course of three “panics’—in 1893, in 
1903 and in 1907 as I recall the details 
and in the subsequent stages of business 
and market advances, he had converted his 
holdings back again into cash. Then he 
waited for another opportunity. That man 
knew all about capital gains. 

A shrewd speculator, threw in the 
senior partner. 

... Speculator, my eye! 

... Would you call him an investor? 

Don't call him either, the retired 
broker retorted. Just label such operations 
as he conducted as capital-growth trans 
actions. Here’s another exhibit of similar 
acumen which I happen to know about at 
first-hand because it developed in my own 
office. In 1921 or 1922, a customer with 
about $10,000 in his account took up a 
lot of my time, and our statistician’s time 
as well, in selecting several hundred shares 
of common stock. They were listed on the 
Stock Exchange, had paid dividends for 
several years and so on, but I thought he 
might have done better for his monéy in 
some he didn't buy. He knew what he 
was doing, though. 

The following year he added to th 
same stocks—at higher prices—and on this 
occasion he margined his account to the 
extent of around 40 per cent. His buying 
certainly had been done deliberately; and 
the borrowing, I knew, had study and 
deliberation behind it, as well, and IT didn’t 

(continued on page 17) 
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People Want | 


Daily Securities 


Local Newspapers! 


In Their 








HALLENGING 


an oft repeated 

fallacy that only 4 or 5 per cent of 
a general newspaper's readers ever look 
inside the financial pages, a test: made 
last month in 


Lancaster, Pa., revealed 


quite a different situation. Instead of 
the off-hand figure, as mentioned, per 
sonal, painstaking interviews with in 
dividual newspaper readers of upper 


grade or middle-grade incomes in that 


manufacturing and residential — city 
showed that— 
49 per cent read local financial pages: 


one-third read them daily, the other two 
thirds from three or tour times a week to 
several times a month. 

33 per cent desired and regularly read 
prices of securities listed on the New York 
Stock Exchange. 


Furthermore, 


75 «per ot 
who professed no personal interest in 


securities prices held that daily prices 


cent those 


were desirable for Lancaster newspaper 
readers. 

Lancaster was selected for the test by 
The Corporation, 5 
Fifth Avenue, New York City, as a 


Psychological 


>? 


representative city, containing al Variety 


of industries and centering in a pros- 


14 


perous agricultural territory. It is served 
by two daily newspapers—The New 
Era, an evening publication, and The 
Intelligencer Journal, the 


morning. The city’s population, accord- 


issued in 


ing to the last Census, was 61,345 (it is 
somewhat larger now), and local news 
papers 


serve an area containing well 


OVer TOOOOO pe ple. 


The summary below 


presents the 
more significant results of the canvass, 
Excerpts of The Psychological Corpora- 
tion’s report present additional details, 
as follows: 

“The interviewing of 292 residents of 
conducted 15 ad- 
of Prof. Paul L. 
Whitely, of Franklin and Marshall Col- 


lege (the institution 1s located at Lan- 


Lancaster was by 


vanced — students 


caster). Each interviewer was assigned 
to work in a section of the city, so that 
all sections were covered except the very 
poorest. No more than three interviews 
were conducted in any one city block in 
order to obtain a representative cover 
age of the city. 

“... In all probability, the large pro- 
portion of financial page readers reflects 
a widespread interest in current business 
and The 


pages and the Exchange quotations, 


industrial trends. financial 
both, receive considerable more atten- 
tion from men and from those indi- 
viduals in the upper middle-class, than 
from women and members of the lower 
middle-class. 

“In an analysis of the degree of satis- 
faction with the informational content 
of security lists manifested by g5 regu- 


(continued on next page) 





HE result of interviews with 292 
individuals, half men and half wo- 
men, at their homes on November 23 


and 24 is summarized in the text which 


follows. The questions in respect to 


financial page readership were centered 
upon Lancaster’s two daily newspapers. 


In summary— 


49 per cent reported that they read 
local financial pages daily or less fre- 
quently; 

33 per cent desired and read New 
York Stock Exchange securities prices; 
52 per cent of people with higher- 
incomes (upper middle 
class) read New York Stock Exchange 


prices daily or less frequently, as com- 


than-average 


pared with 18 per cent of people in 
the lower middle-class; 


43 per cent of the men and 63 per 
cent of women readers reported that 
local securities tables gave them sutf- 
ficient information; 


29 per cent of the men and 37 per 
cent of women readers reported that 
personal securities ownership caused 
their interest in New York Stock Ex- 
change prices, while 23 per cent and 
28 per cent, respectively, followed 
prices matter of 


as a “general in- 


terest”: 


7> per cent (of 197 persons inter- 
viewed on this point who professed 
no interest in the quotations) thought 
daily prices were desirable. 
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| HIS report on corporate earnings Sull lacking at press time were nine The decline of 11.3 per cent for 487 
: for the first nine months of 1942 months’ figures for such companies as companies stands in contrast with a 
yj - ‘ ‘ ‘ - = r . ‘ A 
of corporations listed on the New York those in the aircraft group, along with 16.3 per cent decline reported for 3g0 
4 Stock Exchange, tabulated by groups, Socony Vacuum, Standard Oil of New companies in last month’s issue. 
: brings the record up to December 15. Jersey, Kennecott Copper, American Motion picture earnings were swelled 
: Again, as in the November issue of | Smelting & Refining, several of the foo 
- Bint elti hes Refining, several of the food by large lump payments of accrued 
; Tur Excuance, note must be made that — and retail store category, and others. we . 
ade Niet sib: earnings in England, funds being trans- 
corporate statements have, in) many A feature of this “supplementary - ; 
7” ; ferred over here in the late Summer. 
cases, been delayed this year due to ° report is the improvement in group net vs yen 
r : am [wenty-four mining companies have 
problems growing out of war produc- earnings recorded in the table. The. a ; 
; ERS ee ne issued their reports to date, compared 
tion, censorship of situations involving — tabulation includes g7 more companies 
‘O- ; nigger ves with the 17 carried in the November 
the manufacture of military material, than the November presentation. The sag lapeedilin Je in the 
ts a . “here > 17 re 
and demands of Government war agen- amusement group, not then included, tabulation. Whereas the 17 showed an 
- cies for large numbers of trained ac- shows an increase of 38.1 per cent over Crease OF 5.5 per cent over their show 
la ce ‘ oleae i - < . pi pees alee : cian 
countants and auditors in civilian ca- the first three-quarters of 1941, a gain Ing on the corresponding 1941 period, 
aS, ¥ rr 
pacities. which acted to bolster up the composite the 24 reported here record a decline ot 
n- cae 
, earnings display. 7.2 per cent. 
di- . 
7 People Want Prices ae 
= (continued from page 14) 
er ; i P of 4 NINE MONTHS’ NET INCOMES OF 487 COMPANIES 
lar readers of these quotations, it was 
; ial HAVING COMMON STOCKS LISTED ON 
Lis- found that 51 per cent were satisfied, 
ont 40 per cent dissatisfied, while g per cent THE NEW YORK STOCK EXCHANGE 
had no opinion on the subject. Further 
ru- ‘ . . 
. sa Se oes —Assembled by Industrial Groups 
analysis of the 38 dissatisfied readers 
: - = 3 > *€ No. Showing Per Cent 
_ indicates that a third of them supple I ne: ET 
mented the available price lists with ad- weim ks ae aa aaa 
1 i “os Ce : e nas Reporting 9 Months 9% Months Incomes Minus vs. 
ditional information from other sources, Industry To Date 1942 1941) Combined Losses) | 9 Months 1941) 
j ee ; woe 7 $ 272 ‘ g 
viz., out-of-city newspapers, radio, etc. Amusement . . . . . 8 i 1 $ 27.209.000 38.1% 
r ee en — Automobile . .. . . 50 50 17 162.885.000 <= 30:3 
dividuals in Lancaster are aware aie . % ‘ 
t . 2 ’ aa , . paMmr . . ss ele 1S 14 ] 18.366.000 — 28.8 
. that the stock market anticipates fluctu- Business & Office Equip. 5 5 l 12.807.000 — 21.3 
ations in business, industrial, and bank- Chemical . . . . . . 45 15 10 149.597.000 — 29.3 
; ie se : Mlectrteal Kaui » . 10 10 l 51.065.000 — 24.2 
ing conditions. The regular readers of Electrical Equipment l 1 31.065 4.2 
r ~ Finance . . . . . . 20 19 7 34,963.000 = — 15.7 
the stock market quotations, represent- Food 39 3] 10 88.862.000 — 16.9 
, Poe ee 88.862 
| Ing 33 per cent of the persons inter- Machinery & Metal . . 48 18 1] 50.567.000 — 22.3 
E - - 
. ° : : ining 9 22 5 1.521.000 — od 
‘ viewed, gave the following reasons for Mining. 2. ws 24 a NM a1 i 1.2 
sini ; : ee en Paper & Publishing . . 15 15 3 26.267.000 — 22.1 
J readership of market prices: securities aiden ..., 29 9 130.876.000 — 22.1 
d ownership, a desire to keep track of Railroad . 2... . 54 52 10 500.319.000 + §2.5 
PR ee “ ow a ae 
, stock fluctuations, and the determina- Retail Merchandising — . 19 x © 15,981,000 14.0 
r- ‘oe 1s Shipping Services. . . 3 3 3 1.406.000 218.0 
ee . Steel, Iron & Coke. . 33 33 6 143,229.00 =— 38.9 
r- “Reasons given for regular readership om  .... 1] { 16.622.000 — 24.4 
d of market prices reflects, in general, a All Publie Utilities . . 30 29 10 295.603.000 — 10.3 
it : - a ae Other Companies . . . 35 35 14 80.192.000 — 3.0 
desire « > part of those individuals ee eset mn 
a “es , 99 Totals . . . 487 175 168 = $1.858.337.000 = — 11.3% 
to watch price fluctuations closely. 














Population Shifts 
as Based on 


in Two Years 
Sugar Rationing 





Inasmuch as shifts of population, as 


well as decentralization of industries, 


have a relationship to markets for se- 
curities, considerable interest is attached 
to census figures in this war period. The 
accompanying statistics reveal that some 
States whose people are ranked as ac 
tive investors in normal times have lost 
New York, for one, 


with a decline of upwards of 500,000 in 


population 


approximately two years. 


Motor State Gains 
Michigan, on the other hand, has 
gained 


312,000, according to a study 


based on United States Census calcu- 
lations which appeared in the Novem- 
ber “Economic Record” of the National 
The Dis 


trict of Columbia, rated as a moderately 


Industrial Conference Board. 


“good” market center, gained 164,000 
in residents, or nearly 25 per cent, be 
1942, 


for reasons definitely connected with the 


tween April 1, 1940 and May 1, 
war effort. 

The study takes into account only 
changes of the civilian population. The 
estimates are derived from sugar-ration 
ing registrations. 

While Massachusetts lost 26,000, Con 
necticut gained 67,000, Calitornia’s pop- 
ulation swelled to the extent of 303,000 
and the gain in Illinois was 133,000. 
Percentagewise, in relation to census 
figures at the beginning of the period, 
none of the gains or losses exceeded 6.4 
per cent among the States mentioned. 
The States named are listed by distribu 
tors of new. securities as among the 
more active buyers. 

In summary, the number of civilians 
in 27 States was almost 2,009,000 less on 


May 1, 


sus in 1940, although the number of 


1942, than at the national Cen 


civilians in the nation remained approx- 


imately the same. Several of the agri 


> 


lo 


cultural States which lost population 
heavily during the drought of the 1930's 
have suffered still further losses during 


the last two years, 


Risk Capital 
Views Horizon 


(continued from page 10) 


has brought new products, ideas and 
practices to previously provincial people 
in the Orient, in Africa, and in the 
other far places of the earth, at the same 
time developing a new type of trans- 
portation which quickly reaches areas 


only recently regarded as far distant. 


The effect of this great “going to 
and fro over the face of the earth” by 
young men, which the war has neces 
sitated, probably is destined to obliterate 
and make 


distances in) markets 


the 
whole world live much more closely 
together in societies more uniform in 
their standards. 

vision of the 


This is the post-war 


world which may emerge when the 


smoke of battle has cleared and the 
initial short, but perhaps painful, read- 
justments have been accomplished. In 
such an economy, in such a world, in 
such an era, there must be opportunities 
for a new generation of adventurous 
men to take risks, and the world must 
become a hive of productive activity. 
The New York Stock Exchange is 
the world’s greatest venture capital 
market. Its assured place in the post- 


War economy is not open to debate. 








ESTIMATED CIVILIAN POPULATION BY SELECTED STATES 
May 1, 1942 and April 1, 1940 
April 1, “40 Change, 
May 1, “42 April 1, and April 1, °40 Increase. 
(Prelim.) 1940 May 1, “42 to May 1, “42 1930-1940* 
State —( Thousands of Population) % % 
Mew WOR. cis. 0s cc 12.930 13.435 506 3.8 7.1 
New Jersey.......... 1.245 1.160 + 85 2.0 2.9 
Pennsylvania ....... 9.713 9.900 188 1.9 28 
Massachusetts ....... 1.290 4.317 26 0.6 1.6 
Connecticut ......... yc 1.707 + 67 3.9 6.4 
BURCMEORN oii cesses 5.962 5.251 +312 5.9 8.5 
ME: 5 waivisiencinnxeas 8,008 7.875 +133 1.7 35 
MIP arasiacmnseiuieoene 6.960 6.908 + 52 + 0.8 3.9 
Minnesota .... ..... 2.668 2.188 120 1.3 8.9 
GONG! Secs cee enaars 3.494 3.428 66 1.9 5.8 
A 3.064 3.137 73 23 6.8 
es re 3.750 3.783 33 0.9 4.3 
District of Columbia... 821 658 +-164 + 24.9 36.2 
WO - cig cnte sacs 2.804 2.636 1-168 6.4 10.6 
North Carolina...... 3.493 3.560 67 1.9 12.2 
WONNEE: Seda ensisas 3.082 3.096 15 0.5 7.4 
WOU oi co iccncsas 2.918 2.827 90 1. 3.2 7.1 
eS PORTO Cree 2.435 2.358 ra + 3.3 12.5 
ME, aches ous . 6.467 6.399 68 + 1.) 10.1 
err 7.188 6.885 ~303 + 4.4 21.7 
Washington ......... 1.756 1,712 14 + 2.6 11.1 
Oregon ......... 1.069 1.088 19 1.7 14.2 
Based on total population. 
The States in the table comprise the major national market for the distribution of 
new corporate securities, 
Source: United States Bureau of Census 
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(continued from page 13) 


nder too much about it, for his equity 
s satisfactory and the market trend was 
ward. Sometime in 1926—the account 
d not been changed at all in the mean- 
ne—he bought more stock, and about 


tober, 1927, he sold everything out on 


single order. 
A good account for your firm, in- 
cted the senior partner, counting in the 


interest on the debit balance. 


MONTH END DATA 


Shares Listed 


... That is neither here nor there, the 
retired broker said, but this is: that cus- 
tomer multiplied his original capital sev- 
eral times. He paid his taxes without 
turning a hair. He had gumption and he 
considered his capital as capital, not as 
money to make a profit on. Do you get 
me? 

... Yes. But capital growth is slower 
these days than in the 1920's. 

... It has been slower for several years, 
I'll grant you. But when it comes to ap- 
plying sound principles in managing 
money in securities, nothing has changed. 


It's an excellent principle to relegate 


NOVEMBE 


aR OCTOBER SEPTEMBER NOVEMBER 


profits to old days when often they could 
be made quickly, and, instead, to give 
capital gains a high rating. 

Still, the senior partner objected, 
“profits” is the accepted word in all kinds 
of business. 

... In manufacturing and merchandis 
ing—yes. But capital transactions are dif 
ferent. 

The publicity devoted to capital gains 
in the 1942 Revenue Act is a strictly real 
istic and constructive development. I am 
all for it, putting the emphasis on growth 
of capital and paying less attention to 
securities market profits. 


1942 1941 


(Mil.) L471 1.471 1.471 1.164 

Share Issues Listed . (No.) 1.242 1.243 1.243 1.234 
Par Value of Bonds Listed (Mil. s) 67.156 67.207 65.256 57.82] 
Bond Issues Listed Se otk (No.) 1.142 L144 1,145 1.281 
Total Stock and/or Bond Issuers . (No.) 1.208 1.210 1.211 1.273 
Market Value of Listed Shares . (Mil. $s) $4.00 Nid2t 35.605 37.882 
Market Value of Listed Bonds . (Mil. S$) 64.544 64.844 62.766 54.813 
Market Value of All Listed Securities (Mil. §) 101.918 102.571 98.371 92.095 
Flat Average Price All Share Issues (8) 36.87 37.18 35.97 37.89 
Shares: Market Value Shaves Listed... .. 2 os ws « &) 25.41 25.05 24.20 25.87 
Bonds: Market Value Par Value . (S$) 96.11 96.48 96.18 94.80 
Stock Price Index (12/31/24—100) (%) 50.6 500 18.2 51.6 
Shares in Short Interest* (Thou. ) 551 558 548 153 
Member Borrowings* ee eee (Mil. 8) 342 357 305 136 
Per Cent of Market Value of Listed Shares . (%) 0.9] 0.95 1.03 1.15 
N. ¥. S. E. Members’ Branch Offices . i No.) 748 748 756 870 
Total Non-Member Correspondent Offices . (No.) 2.474 2.195 2.513 2.983 

DATA FOR FULL MONTH 

Reported Share Volume : (Thou.) 13.437 15.933 9.450 15.047 
Daily Average (Inel. Saturdays) (Thou.) 611 613 378 684 
Daily Average (Exel. Saturdays) (Thou.) 668 674 118 785 
Ratio to Listed Shares Bra (%) 0.9] 1.08 0.64 1.03 
Total Share Volume (Incl. Odd Lots) (Thou.) 19.610 11.903 19.099 
Money Value of Total Share Sales (Thou. S) LO0.475 241,517 22.423 
Reported Bond Volume (Par Value) (Thou. $) 169.301 266.931 276.812 140.746 
Daily Average (Incl. Saturdays) (Thou. §) 7.095 10.267 11.073 6.398 
Daily Average (Exel. Saturdays) (Thou. §) 8.582 10.984 12.334 7.337 
Ratio to Par Value of Listed Bonds (%) 252 403 424 243 
Total Bond Volume (Par Value) * (Thou. $) 285.683 300.306 145.446 
Money Value of Total Bond Sales* (Thou. §) 122.448 112.301 76.382 
N. Y. S. E. Memberships Transferred (No.) 5 8 2 6 
Average Price (S) 27.400 21.667 22.000 23.000 


“Items are as of ledgers which normally reflect transactions up to the close of the second full preceding business day. 

















1, recall the days of 
Peace and Good-will and 
to provide for their bountiful 
return to a Free World, give 
in this solemn Christmas- 


New Year Season Gifts of 


er tad iS SK 





Purchases may be made through offices in 339 


Cities of 44 States of Member Firms of the 
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